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[4810-25] 
DEPARTMENT OF THE TREASURY 


Office of the Secretary 


REVISIONS BY TREASURY STEEL TRIGGER 
PRICE TASK FORCE 


I. INTRODUCTION AND SUMMARY 


Most of the trigger prices announced 
to date by the Treasury have been 
based on aggregate average cost data 
complied by the six largest Japanese 
integrated steel companies, as submit- 
ted to the U.S. Government by the 
Japanese Government (Ministry of In- 
ternational Trade and Commerce) in 
December 1977. The Steel Trigger 
Price Task Force was formed in March 
1978 to review the data thus submitted 
and the methodology used, as well as 
to perform additional analysis and re- 
search on Japanese steel production 
costs. Based on the review, possible ad- 
justments to the average cost as well 
as individual product cost relation- 
ships and “gaps” and “anomalies” in 
product coverage were considered. 

The nine-person task force consisted 
of two steel engineers, two economists, 
two accountants with knowledge of 
Japanese accounting practices, and 
three representatives of the Treasury 
Department and Customs Service. The 
task force visited several US. plants 
and conducted extended discussions 
with U.S. steel company representa- 
tives, focusing on the methodology for 
calculating steel production costs. The 
task force also reviewed dozens of writ- 
ten submissions by interested parties 
that either raised questions about 
cost-related aspects of the trigger 
price mechanism or pointed out gars 
or anomalies in the system as original- 
ly structured. 

In Japan, the task force conducted 
numerous discussions with Japanese 
MITI officiais and steel industry rep- 
resentatives. In these discussions, the 
‘task force probed the cost information 
submitted by MITI in December 1977 
and made numerous requests for addi- 
tional data. The task force also visited 
eight Japanese steel mills, five of 
which the task force itself had select- 
ed. These visits consisted of (1) a tour 
of plant facilities selected by the task 
force and other facilities chosen by 
the plant management; and (2) discus- 
sions with plant managers and mill su- 
pervisors concerning specific aspects 
of production practice, performance 
data, and production costs. 

The result of the task force’s analy- 
sis is an upward revision of the aver- 
age costs of the six largest integrated 
Japanese steel producers from $297.80 
to $300.76 per net ton of finished prod- 
uct. The principal changes are: 

Operating rate: The task force has 
revised Japanese production costs 
using a S-year average operating rate, 
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The change increases the cost of pro- 
duction by about $18 per net ton over 
the original calculations (which used 
an 85 percent operating rate—the 
average experienced by the Japanese 
steel industry over the past 20 years). 

Yield: The task force has revised the 
yield percentage from-80 percent to 
82.7 percent, which reduces Japanese 
production costs by about $12. In addi- 
tion, part of the output treated as 
yield loss—and ‘formerly valued as 
scrap—has been revalued as secondary 
quality material, resulting in a $9 yield 
credit (which is $3 more than the pre- 
vious scrap credit). In total, the yield 
adjustments result in a downward re- 
vision of costs by $15 per net ton. 

Other: The above changes necessitat- 
ed some adjustments in “other ex- 
penses” and capital charges, including 
profit. Profit is charged at 8 percent of 
all noncapital costs. 

Details of these changes are ex- 
plained below. 


II. REVISIONS IN AVERAGE PRODUCTION 
Costs 


The task force has made revisions in 
various components of cost that com- 
prise the average cost. per ton of fin- 
ished product. To explain these revi- 
sions, two adjustments of prime impor- 
tance are first explained because they 
permeate all of the identified cost 
components. These adjustments’are in 
(i) the capacity utilization used to cal- 
culate fixed costs per unit, and (ii) the 
yield of finished steel mill products 
from raw steel. Based on these adjust- 
ments, specific changes in the identi- 
fied cost components—raw materials, 
labor, other expenses, and capital 
charges—are calculated. 


A. CAPACITY UTILIZATION 


The allocation of fixed costs of pro- 
duction to units produced is based 
upon an average operating rate over a 
period of time. Such a calculation 
cannot be based upon the current op- 
erating rate because it would be unre- 
alistic to treat costs at either the high 
end or low end of an operating cycle as 
representative for determining “aver- 
age’”’ costs. For the purposes of estab- 
lishing a threshold for TreaSury inves- 
tigations under the Antidumping Act, 
such an average cost figure appears 
most appropriate. The concept of allo- 
cating fixed costs over some “reason- 
able period of time” is found in section 
205(b) of the Act concerning the deter- 
mination of sales at less than the cost 
of producing merchandise and has 
been interpreted by Treasury to re- 
quire consideration of operating rates 
over the most recent business cycle of 
the industry concerned. 

In the January 3 trigger price caicu- 
lations, costs were based on an 85 
percent-operating rate, reflecting the 
average rate of utilization for the Jap- 


anese steel industry over the past 20 
years. Moreover, MITI assumed that 
all labor, capital, and “other” expenses 
do not vary with the rate of capacity 
utilization: . 

Period of measurement. After a care- 
ful examination of the issue, the task 
force recommended and the Secretary 
has determined that the minimum 
period for measuring capacity utiliza- 
tion in the construction of trigger 
prices should be 5 years. Since 
steelmaking assets are long-lived, and 
the demand for steel is sensitive to 
fluctuations in general economic con- 
ditions, it is necessary to calculate 
costs at some normal or average utili- 
zation rate over the business cycle. 
This requires a 5-year period—1973 to 
1977—to reflect approximately the 
shortest reasonable business cycle in 
the steel industry. 

Thus, whereas the January cost cal- 
culations were based on a 20-year aver- 
age capacity utilization in the Japa- 
nese steel industry, the task force’s re- 
visions are based on a 5-year average. 

Percentage of capacity utilization. 
Capacity utilization can be measured 
as a percentage of either (1) theoreti- 
cal (or “‘rated’’) capacity; or (2) actual 
(or “effective) capacity. ' 

The Japanese steel industry has 
begun to calculate capacity utilization 
in terms of effective capacity, taking 
October of 1973—a month of peak 
output—as 100-percent  utilization.? 
Measured by that standard, the Japa- 
nese steel industry has been operating 
at an average of 83.2 percent over the 
past 5 years. That figure is equivalent 
to a 73.2-percent operating rate under 
the theoretical method of defining ca- 
pacity utilization. 

In any event, regardless of which 
definition is used, the salient factor 
for cost calculations is not the abso- 
lute percentage of capacity utilization, 
but the relationship between current 
utilization and average (or “standard”’) 
utilization. 

Japanese costs of production for the 
six largest integrated producers in the 
first 6 months of fiscal year 1977 were 


'Rated capacity is an engineering assess- 
ment of the theoretical maximum output of 
one piece of equipment (e.g., a steel fur- 
nace). It takes no account of other produc- 
tion constraints, such as coordination with 
other equipment. Effective capacity at- 
tempts to take account of all production 
constraints that affect actual output and is 
thus smaller than rated capacity. 

2Effective capacity can be measured in 
different ways. MITI calculated effective ca- 
pacity at 88 percent of rated capacity. An- 
other method would be to base effective ca- 
pacity on peak-to-peak output over a period 
of years. The two approaches will give 
slightly different results, but are reconcil- 
able. In any event, it is not the absolute 
number, but the relation between the aver- 
age capacity utilization and current capacity 
utilization that is relevant for cost caicula- 
tions. 
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provided by MITI assuming 95 percent 
effective utilization (termed “standard 
volume”’). The task force recalculated 
these MITI costs on a current effec- 
tive capacity utilization basis of 66.6 
percent (58.6 percent rated) in the 
first 6 months of fiscal year 1977. 
These latter costs were then adjusted 
to represent 83.29 percent effective 
(73.2 percent rated) capacity utiliza- 
tion, incorporating the following as- 
sumptions: 

1. All raw material costs were as- 
sumed to be 100 percent variable (i.e., 
cost per ton of output is not affected 
by changes in capacity utilization); 

2. Labor costs were assumed to be 50 
percent variable and 50 percent fixed 
(i.e., 50 percent not affected by capac- 
ity utilization, 50 percent varying in- 
versely with capacity utilization); 

3. Other expenses: 50 percent vari- 
able, 50 percent fixed; 

4. Depreciation: 10 percent variable, 
90 percent fixed; 

5. Interest: 25 percent variable, 75 
percent fixed. 

The treatment of costs as fixed or 
variable is based upon a large number 
of factors considered by the task force. 
For example, it is appropriate to treat 
labor as being 50 percent affected by 
capacity utilization even though the 
original MITI calculations assumed 
labor to be unaffected by changes in 
capacity utilization because of certain 
unique features of Japanese corporate 
employment practices. The variability 
of labor is supported by a number of 
factors: Labor hours have dropped 
rather sharply with steel output in the 
past 3 years; in-many cases, attrition 
of the workforce has occurred though 
retirement; finally, some workers are 
now being loaned out to other enter- 
prises. 

Since reductions in the rate of ca- 
pacity utilization lead to lower rates of 
consumption of capital facilities which 
are banked, 10 percent of depreciation 
is assumed to be variable. Similarly, 
the working capital required to sup- 
port raw materials, work in process, 
and final materials is reduced when 
production declines. Therefore, 25 
percent of interest expense is assumed 
to be variable. 

Based on these assumptions and a 
rated capacity utilization of 173.2 
percent, the average Japanese produc- 
tion costs are approximately $18 
higher than the original cost calcula- 
tions. The effect of reducing the aver- 
age rate of capacity utilization upon 
which trigger prices are calculated is 
not as large as might otherwise be ex- 
pected because the change influences 
only capital costs and other expenses. 
As explained below, labor costs have 
already been adjusted to reconcile the 
original MITI submission with pub- 
lished statistics. That prior adjust- 
ment thus mitigated the effect of the 
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capacity utilization adjustment now 
made by the task force, and no change 
was now made to the labor component. 


B. YIELD 


The task force examined Japanese 
production practices carefully in order 
to obtain a measure of the yield from 
crude steel (the first solid state) to fin- 
ished products. In addition, official in- 
dustry and government publications 
were analyzed in order to reconcile the 
estimated flows of crude, intermediate, 
and finished products. Based on these 
studies, the Japanese yield—having 
been lowered from the 86.5 percent 
claimed by the Japanese to 80 percent 
for the Japanese cost calculations— 
has been raised to 82.7 percent for a 
number of reasons. 

The technology used by the Japa- 
nese integrated producers is of a very 
recent vintage. They utilize process 
computers far more extensively than 
U.S. companies. Their rolling mills 
allow the production of finished prod- 
ucts with minimal yield losses and 
crown. Continuous casting is far more 
extensively used than in the United 
States. Finally, Japanese plants are 
much newer, allowing them to roll 
larger coils from longer slabs than is 
generally the U.S. practice. Specifical- 
ly: 
1. Continuous casting. The Japanese 
producers utilize continuous casting 
for 35.1 percent of their raw steel pro- 
duction, as compared with 10.5 percent 
in the United States in 1977. By itself, 
this increases yield by 3.23 percent, 
but it also increases, the yield from 
ingots to slabs because the number of 
killed, hot-top ingots is reduced. In 
total, the effect of greater continuous 
casting in Japan is to increase the in- 
tegrated producers’ yield to 5.9 
percent over their U.S. counterparts. 

2. Computer process control. The use 
of computers to control the produc- 
tion processes from primary produc- 
tion to product finishing provides a 
substantial increase in yield for the 
Japanese integrated producers. The 
computers increase yield through im- 
provements in the “provisioning” of 
ingots and slabs (i.e., the more precise 
matching of ingot and slab size to final 
product to minimize yield loss), the 
improved scheduling and loading of 
production, improved quality, and 
better order and inventory control. 
The effect of these process controls is 
to increase yield by an estimated 3.2 
percent over U.S. experience. 

3. Design of plant and equipment. 
The newer facilities in Japan allow 
their producers to roll larger, high 
quality products because of: 


Large continuous caster cross sections. 
Long slab capacity in reheat furnaces. 
In-process scales for weighing products. 
Large rolls on rolling mills. 

Great distance between rolling-mill stands. 


Roll bending. 
Large coilers. 
Long run-out tables. 
Large cooling tables. 


The effect of all of these plant char- 
acteristics is to improve yield by an es- 
timated 1.8 percent. ; 

4. Product mix. The Japanese inte- 
grated firms produce a smaller propor- 
tion of coated products than U.S. 
firms, more large structural shapes, 
more wire rods, and slightly less 
uncoated flat-rolled products. Given 
Japanese yields on each product, this 
product mix increases their yield by 
0.5 percent. 

The combined effect of the above in- 
fluences upon yield is to give the Japa- 
nese producers at least an 11.4 per- 
centage point advantage over U.S. pro- 
ducers who reported a 71.3 percent 
yield in 1976. Therefore, the revised 
base trigger prices incorporate an 82.7 
percent average yield from crude to 
finished steel. 

Since the Japanese integrated pro- 
ducers reported an 86.5 percent yield 
in their original data submission 
through MITI, the difference (3.8 
percent in finished steel production 
between that figure and the 82.7 
percent figure now adopted by the 
task force must be given a value. The 
task force has decided to apply a 
credit representing the value of this 
production, treating it as neither 
prime quality product nor scrap, but 
as secondary quality material. Accord- 
ingly, the January scrap credit— 
relabeled a yield credit—has been 
raised from $5.96 to $8.90 per net ton 
of finished product. 


C. RAW MATERIALS COMPONENT 


Basic raw materials include iron ore, 
coal, purchased scrap, fuel oil, and 
electricity. Other raw materials in- 
clude ferroalloys, lubricants, water, 
rolls, alloying materials, and 
limestone. Other raw materials also in- 
clude fees paid for services performed 
by subsidiaries. The principal item of 
this type is, for some firms, a coke pro- 
cessing fee (i.e., some Japanese steel 
plants buy coal and send it to a subsid- 
iary for coking, paying a fee for such 
processing). 

The task force has reviewed both 
the basic raw materials and other raw 
material costs provided by MITI and 
published in the January 3 release, 
and has examined extensively the 
practice of having the coking oper- 
ation done by a subsidiary. It also ex- 
amined the coal and coke usage ratios 
based on all available information. 

The task force has found no reason 
to correct or adjust the cost for raw 
materials published on January 3. 
Thus, the only revision that has been 
made to the Japanese data submission 
on raw materials is an exchange rate 
adjustment on other raw materials 
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from 242.5 yen=$1 to 240 yen=$1—the 
applicable yen/dollar rate at the time 
the raw materials costs were first cal- 
culated. 


D. LABOR COSTS 


In the January 3 release, labor costs 
were shown as $54.85 per net ton of 
crude steel at standard volume. In de- 
riving this figure, Treasury raised the 
original man-hours estimate provided 
by MITI to 7 man-hours per metric 
ton to correspond more closely with 
other available statistics. 

After careful examination of the fac- 
tors observed and data gathered in 
Japan, the task force beiieves the Jan- 
uary man-hours adjustment accurate- 
ly reflects the labor requirement at 
the new average capacity utilization. 
Accordingly, the January calculation 
of total labor costs has not been 
changed. 

The $8.64 hourly labor costs report- 
ed by MITI for 1977 includes all costs 
associated with labor—whether for 
direct employees or subcontracted or 
loaned-out workers. Similarly, the Jan- 
uary 3 estimate of 7 man-hours per 
metric ton of crude steel (6.35 per net 
ton) embraces all workers, including 
head office employees, plant employ- 
ees, and subcontract workers (37.8 
percent of the total). 

The figure of 7 man-hours per 
metric ton was derived from two 
sources: (1) A MITI submission; and 
(2) process-by-process man-hours per 
ton data acquired by the task force in 
Japan. Data from both sources were 
adjusted to the standard volume man- 
hours per ton, applying the assump- 
tion that 50 percent of labor varies 
with capacity utilization, and 50 
percent is fixed. The process-by-proc- 
ess data were compared with U.S. esti- 
mates, and their validity was also as- 
sessed by onsite inspection of work 
practices in Japanese plants. 

Both the MITI submission and proc- 
ess-by-process .man-hour data gave 
Similar total man-hour per ton results. 
Further, both aggregate and process- 
by-process labor utilization in Japan 
are in line with those in the more effi- 
cient U.S. plants. However, the 7 
figure shown for Japan excludes work 
performed in those operations where a 
complete service was paid for on a fee 
basis by a Japanese steel producer. For 
example, as noted earlier, in some Jap- 
anese firms, coke production services 
were paid for on a fee basis, so coke 
production workers were excluded 
from that firm’s man-hour data: In 
that circumstance, the task force as- 
sured itself that the fee for coke pro- 
duction services was included in that 
firm’s costs for other raw materials. 


E. OTHER EXPENSES 


Because of its residual nature, the 
category other expenses is difficult to 
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measure and verify. The representa- 
tives of MITI and the major producers 
have indicated this category embraces 
the following items: 


i. Repairs. 

ii. Maintenance. 

iii. Utilities (excluding electricity). 
iv. Water. 

v. Oxygen. 

vi. Travel. 

vii. Design fees. 

viii. Enterprise taxes. 

ix. Advertising. 

x. Postage. 

xi. Entertainment. 

xii. Professional dues. 

xiii. Standards inspection. 

xiv. Books. 

xv. Printing. 

xvi. Donations. 

xvii. Office and factory supplies. 
xviii. Rents. 


No one of these items accounts for as 
much as $3 per net ton of finished 
product. 

In the January 3 release, these other 
expenses were shown as totaling 
$19.39 per net finished ton. Since 
MITI treated these as fixed expenses, 
this estimate is consistent with $24.74 
at actual 1977 volume. In their finan- 
cial statements for fiscal year 1977, 
the six major integrated Japanese 
steel companies reported total materi- 
als and other expenses of $182.62 at an 
exchange rate of 240 yen per dollar. 
The total of raw materials and other 
expenses at actual volume per the Jan- 
uary 3 announcement may be calculat- 
ed at $178.10, or only slightly below 
the calculation based upon the public 
financial statements. The task force 
used the MITI report of other ex- 
penses and adjusted for the revised 
standard volume and a finished prod- 
uct yield of 82.7 percent. The final cal- 
culation, therefore, is $24.03 per net 
finished ton for the other expenses 
component of costs. 


F. CAPITAL CHARGES 


The necessary costs of capital—in- 
terest, depreciation, and profit—have 
been calculated on the basis of the re- 
vised capacity estimate for standard 
volume. Depreciation is assumed to be 
90 percent fixed, while interest 
charges are assumed to be 75 percent 
fixed—the remaining 25 representing 
interest charges on working capital 
which varies with production levels. 

Depreciation, adjusted to actual 
volume in 1977, may be calculated 
from the original MITI submission to 
be $21.42 per net ton of finished prod- 
uct. This estimate is very close to the 
amount reported for fiscal year 1977 
by the six largest producers in their 
annual public financial statements. 
Adjusting for standard volume at the 
assumed ratio (90 percent fixed, 10 
percent variable) reduces this figure to 
$18.64 per net ton. Adjusting to a yield 
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for finished products of 82.7 percent 
raises the figure to $19.50. 

Interest is calculated to be $20.77 
per net ton at actual volume, some- 
what above the $19.10 per ton for 
fiscal year 1977 shown in the pub- 
lished financial statements. Since: in- 
terest charges vary directly with sever- 
al factors—work in progress, the level 
of raw materials inventories, and the 
level of finished product inventories— 
total interest expense should be relat- 
ed to the volume of production. An 
analysis of the assets of the six major 
companies suggests that approximate- 
ly 25 percent of interest charges are 
for this working capital and the re- 
maining 75 percent are fixed. At the 
revised standard volume, therefore, in- 
terest per net finished ton is $18.47 
based upon the initial MITI submis- 
sion. Finally, adjusting to an 82.7- 
percent yield from raw steel to fin- 
ished product produces the calculation 
of $19.32 per finished ton reported 
above. 

Returns to capital were expressed in 
the January 3 announcement by using 
the 8 percent of all costs principle 
found in_ section 206 of the 
Antidumping Act for calculating “con- 
structed value.” This was the equiva- 
lent of a 13.1-percent before-tax 
return on total steelmaking assets, a 
reasonable return based upon the risk 
level of the industry. In the current 
revision, profit is again charged at 8 
percent of all noncapital costs— 
$250.79 per net ton. Therefore, profit 
is calculated to be $20.06 per net ton. 
This raises total capital charges from 
$50.62 in the January 3 calculation to 
$58.88 per net ton of finished product. 


G. SUMMARY OF COST REVISIONS 


Overall, the most significant revi- 
sions made by the task force derive 
from (1) the lowering of the Japanese 
capacity utilization rate (which in- 
creased costs by about $18 per net ton) 
and (2) the raising of the Japanese 
yield ratio and the creation of a sec- 
ondary quality material credit (which 
together reduced costs by about $15). 


In terms of each cost component, 
the revised figures and the original 
January 3 estimates are as follows: 


Cost of production per net finished ton for 6 
integrated Japanese producers 


C{Assumptions: 83.2 pct of effective capacity (73.2 
pct rated) and 82.7 pct yield) 





mate* 





Basic raw materials (per raw ton). 
Other raw materials (per raw 
ton) 


$84.90 
41.26 





Total labor and materials 
(per raw ton) 
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Cost of production per net finished ton for 6 
integrated Japanese producers—Continued 


CAssumptions: 83.2 pet of effective capacity (73.2 
pct rated) and 82.7 pct yield) 





Jan.3 Revised 
esti- 





Total labor and materials 
per finished net ton (yield 
factor) 

Other expenses 
Depreciation 
Interest}. 

Profit { 
Yield credit 


226.76 





19.50 
fig.32 
20.06 
—8.90 














Total costs: 
300.76 
331.53 





*The Jan. 3 costs assumed 85 pct effective (74.8 
Pet rated) capacity utilization and 80 pct yield. Ac- 
cordingly, the column of January figures reflects 
those assumptions. 

Both totals reflect costs prior to any 
adjustments announced for the third 
and fourth quarters. 


III. CHANGES IN SELECTED FLAT ROLLED 
BasE TRIGGER PRICES 


As part of its work, the Steel Task 
Force conducted a comprehensive 
review of the structure of, and rela- 
tionships between, the trigger prices 
for flat-rolled products. Data on costs 
of producing individual products were 
collected from a number of producers 
in different countries. The Japanese 
producers also supplied some detail on 
the structure of. their costs. Finally, 


the Task Force constructed a detailed | 


input-output model of flat-rolled pro- 
duction processes. 

As a result of its investigation, the 
task force has recommended that 
minor adjustments be made in the 
trigger prices for hot rolled and galva- 
nized coils. Larger revisions have been 
recommended for several tin-mill prod- 
ucts, particularly double-reduced tin 
plate. All changes in base trigger 
prices described below include the 
effect of the increase in the estimated 
average cost of production of all prod- 
. ucts calculated by the task force. 

Hot rolied sheet.—The base trigger 
‘price on hot rolled sheet is being in- 
creased 3.3 percent to reflect the more 
realistic assessment of finishing costs, 
including tempering and side trim- 
ming. An extra is being developed for 
theoretical billing of hot rolled sheet, 
and a trigger price has been set for hot 
rolled band, as reported in accompany- 
ing Treasury releases. 

Galvanized iron sheets in coil.—The 
price of galvanized iron sheet in coil is 
being increased by 3.9 percent in order 
to reflect more accurately the yield 
loss in producing galvanized sheet 
from cold-rolled sheet. The original 
galvanized sheet coefficient submitted 
by MITI was found to contain an ex- 


24.03 . 
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cessive yield gain for the galvanizing 
process. 

Tin mill products.—Data received 
from numerous other producers, in- 
cluding North American firms, sug- 
gests that the markup of single-re- 
duced tin plate over cold-rolled sheet 
is excessive. Therefore, the base price 
for single-reduced tin plate is being re- 
duced 1.6 percent. 

With respect to double-reduced tin 
plate, the original MITI submission as- 
sumed costs on par with single-re- 
duced tin plate. A reasonable differen- 
tial between single- and double-re- 
duced tin plate, given cost estimates 


. Submitted by other sources, requires a 


9.5 percent increase in the extra for 
55# base-box weight with a 0.25 
percent coating. Other extras will be 
adjusted accordingly. 

Finally, the base trigger prices for 
tin-free steel and black plate are being 
reduced by 2.4 and 6.8 percent, respec- 
tively, as a result of cost differential 
data obtained from a number of 
sources. : 

The combined effect of these 
changes is to raise trigger prices by ap- 
proximately 0.6 percent for the entire 
imported product mix. The specific 
dollar effects of these revisions are 
shown below: 


Revisions of base trigger prices for certain 
products 


{In dollars per net ton] 





Original Revised base 


base 
trigger 
prices 


tigger prices 
Product 
Task 

force * 


Task 
force* 





Hot rolled sheet 210 217 239 

Galvanized sheet . 311 323 356 

Tin-free steel 375 366 403 

Black plate 338 315 347 

Single-reduced tin plate .. 426 470 

Double-reduced tin 
la’ 





431 472 520 





"Including effect of increase in average cost of 
production. 

255# base-box weight; 0.25# coating. 

* In metric tons. 

Again, these revisions reflect costs 
for these products prior to any ex- 
change rate, labor, and materials ad- 
justments announced for the third 
and fourth quarters of 1978. 


IV. EFFECTIVE DATE OF TASK FORCE 
REVISIONS 


The average cost derived in Part II 
above and the base trigger prices for 
the named products derived in Part III 
will be effective October 1. In each in- 
stance, quarterly revisions must be ap- 
plied to calculate the actual base trig- 
ger prices applicable on that date to a 
particular product. Until October 1, 
applicable trigger prices for the prod- 
ucts affected by task force revisions 
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will be those announced in previous 
publications. 

Trigger prices used by the Customs 
Service are expressed in terms of 
metric tons (rather than the net tons 
used in calculations described above). 
Hence, revised trigger prices will simi- 
larly be expressed in terms of metric 
tons for use in monitoring imports. 


Dated: July 19, 1978.2 


W. MICHAEL BLUMENTHAL, 
Secretary of the Treasury. 
(FR Doc. 78-20571 Filed 7-20-78; 3:31 pm] 
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IMPORTED STEEL MILL PRODUCTS TRIGGER 
PRICE MECHANISM 


Fourth Quarter Revision of Trigger Prices 


The Treasury Department hereby 
revises trigger prices for imported 
steel mill products for the Fourth 
Quarter of 1978. Each quarter, revi- 
sions are made to reflect changes in, 
e.g., the dollar-yen exchange rate, raw 
materials costs, and labor usage rates. 
In the current instance, the Fourth 
Quarter revisions build upon the re- 
vised average costs ($300.76 per net 
ton) as recommended by the Steel 
Task Force. 

Adjustments for the Fourth Quarter 
(effective for all shipments exported 
on or after October 1, 1978) reflect a 
yen exchange rate of 215 yen per 
dollar (the average for May 15 
through July 14). This results in an 
upward revision of 3.36 percent for 
products produced by the major inte- 
grated producers. Beyond the yen rate 
change, for electric furnace producers 
a 3.03 percent increase in wage rates is 
applied, resulting in an overall in- 
crease of 4.6 percent for products pro- 
duced by these producers. 

The adjustment methodology may 
be summarized as follows: for the inte- 
grated steel producers, the new cost 
per average ton of finished steel prod- 
ucts (as reconstituted by the Task 
Force and published today) is revised 
to reflect the Third Quarter adjust- 
ment (announced May 5, 1978) and 
then to reflect the applicable yen ex- 
change rate -of 215 for the Fourth 
Quarter. For the integrated producers, 
there are no raw materials adjust- 
ments (because major raw materials 
supply contracts are unchanged from 
prior quarters) and no labor cost ad- 
justment (because the fiscal year 1978 
wage increase was reflected in the ad- 
justments previously made for the 
Third Quarter). 

The resulting new average base price 
for the products made by the integrat- 
ed producers is $329.42 per net ton 
($363 per metric ton). This base price 
will be effective October 1, 1978. 
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For the electric arc furnace produc- 
ers, the 215 yen rate is applied for the 
Fourth Quarter, and a 3.03 percent 
wage increase is applied.‘ The result- 
ing new base price for products made 
by the furnace producers is: 


4th quarter base prices 





Net tons Metric 
tons 





Group A: Equal angles; unequal 
angles; channels; I-beams (Sé4 
through S8) 

Group B: Hot rolled strip from 
bar mills; merchant quality hot 
bars, hot-rolled round bars, 
squares, and round cornered 
squares; bar size channels........... 251 

Group C: Concrete reinforcing 
bars, plain and deformed............. 222 


$224 





245 





A. INTEGRATED PRODUCERS 


The fourth quarter adjustment is in- 
terrelated with the basic revision in 
average costs undertaken by the De- 
partment’s Steel Task Force, which 
has reviewed the trigger costs an- 
nounced January 3, 1978. The review 
has established a new original base 
trigger cost of $300.76 per net ton of 
finished product (formerly $297.80). 
This base change, plus the task force’s 
restructuring of cost components, 
affect the quarterly revision calcula- 
tions. 

Recalculation of third quarter revi- 
sion. Using the task force’s revised 
base of $300.76 per net ton of finished 
product, third quarter revisions were 
recalculated before applying fourth 
quarter revisions. This recalculation is 
done purely for purposes of facilitat- 
ing the fourth quarter revision and is 
not meant to change applicable trigger 
prices for July 1 to September 30, 
which remain as published in the 
Treasury release of May 5, 1978. 

Thus, the raw material, labor costs, 
and exchange rate changes previously 
announced on May 5 for the third 
quarter were applied, resulting in an 
increase to $318.73. Although the raw 
material, labor, and exchange rate 
changes were precisely those an- 
nounced on May 5, their dollar effect 
is now greater because of the task 
force’s revisions in the cost structure. 
Under the new structure, a greater 
proportion of Japanese production 
costs are yen-denominated, and hence 
the yen exchange rate has a greater 
overall effect. Were they actually ap- 
plied, increase for the third quarter 
would be 5.97 percent. 

Calculation of fourth quarter revi- 
sions. For the integrated producers, a 
new yen exchange rate of 215 is ap- 
plied for the fourth quarter, building 


‘In addition, a minor adjustment 
(amounting to $0.50) is made to correct an 
error discovered in the Third Quarter revi- 
sions. 


on the recalculated third quarter base 
($318.73). For this group of producers, 
no further significant changes in other 
input costs has occurred. Hence, the 
fourth quarter base is $329.42/NT, or 
3.36 percent above revised third quar- 
ter costs. 

Table I below shows revised costs 
per ton of finished product (as per 
task force revisions) and the appropri- 
ate increase to reflect the fourth quar- 
ter of 1978. These are expressed in 
metric tons, consistent with the prices 
published by the Customs Service, and 
a conversion to net tons is shown for 
comparative purposes. 


TABLE I.—Revised estimates of Japanese 
costs of production: Integrated producers 


(U.S. dollars per metric ton of finished products] 





A, B, and C, Fourth quarter costs are 
above third quarter costs by 4.64 
percent in Group A, 4.67 percent in 
Group B, and 4.53 percent in Group C. 
TasBLe IIl-A.—Revised estimates of Japanese 


electric furnace production costs: Group A 
products! - 


(U.S. dollars per metric ton of finished product] 





Mar. 27 Third Fourth 
release quarter quarter 




















Basic raw material............ $115.87 $140.43 $146.61 
Other raw materia .......... 31.32 32.28 33.10 
Labor. 24.52 26.03 28.17 
Other expenses..............+.. 10.06 10.68 11.23 
Depreciation 5.47 5.81 6.11 
Interest 6.14 6.52 6.86 
Profit 15.32 16.75 17.52 
RUCEEED CHOTIE scasscccccecscoscsesece —194 -246 -2.59 

Total per metric ton.. 206.76 236.04 247.01 

Total per net ton........ 187.62 214.14 224.09 





Pourth 
Jan.9, Third quarter 
1978' quarter* adjust- 

















ment 
Basic raw materials.......... $113.17 $116.20 $116.20 
Other raw materials......... 63.66 67.60 71.06 
Labor. 73.14 80.86 85.02 
Other EXPENSES .........:000000 26.48 28.12 29.56 
Depreciation. ..............0s000 21.49 22.82 23.99 
Interest 21.30 22.62 23.78 
Profit 22.11 23.42 24.14 
WEG COGN onc seeccccescocectenee —9.81 -—10.31 -—10.57 
Total dollars per 
MEIC CON ..........20000 331.54 351.33 363.12 
Total dollars per net 
RRR ERE TER 300.76 318.73 329.42 





‘Revised average cost in metric tons. 

* See the proviso on the previous page concerning 
the limited purpose for which third quarter num- 
bers are recalculated. 


Norte.—This revised fourth quarter base price of 
$363.12 per metric ton will be used to calculate base 
prices for the fourth quarter for each product pro- 
duced by the integrated producers. 


B. ELECTRIC FURNACE PRODUCERS 


Tables II-A, II-B, and II-C show 
original (March 27 publication) revised 
third quarter and fourth quarter costs 
for products made by electric furnace 
producers, Groups A, B, and C respec- 
tively. Profits are now being calculated 
at a standard 8 percent on the total of 
raw material, labor, and other costs 
for each respective group. Because of 
this revision in profit calculations, the 
third quarter costs shown are slightly 
above those published May 5.* 

Recently, electric furnace labor con- 
tracts have been renegotiated in 
Japan, increasing labor costs 3.03 
percent per hour. Further, the yen has 
appreciated against the dollar from 
226 (used for the third quarter calcula- 
tions) to 215 (to be used for the fourth 
quarter). Thus, as shown in Tables II- 


“Again, the third quarter recalculation accom- 
plished here are done solely to facilitate the calcu- 
lation of fourth quarter revisions. Applicable trig- 
ger prices during July 1 to September 30 remain as 
published May 5. 


‘Group A products are: Equal angles; unequal 
angles; channels; I-beams (54 through 58). 


TABLE II-B.—Revised estimates of Japanese 
electric furnace production costs; Group B 
products? 


(U.S. dollars per metric ton of finished product] 





Mar. 27 Third Fourth 
release quarter quarter 























Basic raw material............ $122.59 $150.97 $157.62 
37.00 38.13 39.10 

27.94 ° 29.65 32.10 

12.28 13.04 13.71 

6.96 1.39 1.77 

8.78 9.32 9.80 

17.07 18.54 19.40 

SCTAD CTCL ...eccccccrcrceserersve —2.14 -2.18 -—2.92 
Total per metric ton.. 230.48 264.23 276.56 
Total per net ton........ 209.09 239.71 250.90 





?Group B products are: Hot rolled strip from bar 
mills; merchant quality hot bars, hot-rolled round 
bars,.squares, and round cornered squares; bar size 
channels. 


TABLE II-C.—Revised estimates of Japanese 
electric furnace production costs: Group C 
products * 


(U.S. dollars per metric ton of finished product) 





Mar. 27 Third Fourth 
release quarter quarter 

















Basic raw material............ $114.51 $139.13 $145.28 
Other raw materia .......... 33.82 34.85 35.74 
Labor. 19.55 20.76 22.48 
Other expenses .............0005 12.68 13.47 14.15 
Depreciation.............0.00:00+ 5.60 5.95 6.25 
Interest 5.63 5.98 6.28 
Profit 15.18 16.66 17.41 
BETA CLOGIE -cccoccesceescoseozecse —2.00 -2.44 —2.56 

Total per metric ton.. 204.97 234.36 245.03 

Total per net ton........ 186.00 212.61 222.29 





*Group C products are: Concrete reinforcing 
bars, plain and deformed. 


As noted, no change has been made 
in the basic assumptions upon which 
electric furnace costs were originally 
calculated (see May 5 release). The 
only methodological change is in the 
application of the 8 percent profit as 
described above. However, a further 
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revision in steel furnace costs, follow- 
‘ing the approach developed by the 
task force, can be anticipated. 

All product categories whose costs 
are related to the electric furnace 
average costs will have percentile trig- 
ger price increases matching those of 
the respective applicable electric fur- 
nace group. 


Dated: July 19, 1978. 


W. MICHAEL BLUMENTRAL, 
Secretary of the Treasury. 


{FR Doc. 78-20610 Filed 7-20-78; 3:31 pm] 





[4810-25] 
IMPORTED STEEL MILL PRODUCTS 


New and Adjusted Trigger Base Prices and 
“Extras” 


I am hereby announcing (1) new 
trigger base prices and “extras” for 
products not previously covered by the 
trigger price mechanism and (2) ad- 
justments to, and additional ‘‘extras” 
for products for which trigger prices 
have been previously announced. At- 
tachment 1 lists the specific products 
involved and describes the action 
being taken. These trigger prices will 
be used by the Treasury Department 
in monitoring imports of these prod- 
ucts under the trigger price mecha- 
nism. Accordingly, 2 number of pages 
in the Steel Trigger Price Handbook 
are being reissued to reflect these ac- 
tions. 

Description of the trigger price 
mechanism may be found in the 
“Background” to the final rulemaking 
which amended regulations to require 
the filing of a Special Summary Steel 
Invoice (SSSI) with all entries of im- 
ported steel mill products (43 FR 
6065). 

These base prices, and extras, and 
adjustments are based upon informa- 
tion made available to the Treasury 

~Department by the Japanese Ministry 
of International Trade and Industry 
(MITI), as well as other information 
available to the Department. 


NOTICES 


All the trigger prices being an- 
nounced here will be used by the Cus- 
toms Service to collect information at 
the time of entry on al) shipments of 
the products covered which are ex- 
ported after the date of publication of 
this notice. However, the following 
rules will be applied to entries of these 
products covered by contracts with 
fixed price terms concluded before the 
publication date of this notice: 


1. Contracts with fixed price terms 
between unrelated parties: If the im- 
porter documents at or before the 
time of entry that the shipment is 
being imported under such a contract 
with an unrelated party, the entry will 
not trigger an investigation even if the 
sales price is below the trigger price, 
provided that entry is made on or 
before August 31, 1978. However, fail- 
ure to initiate an investigation will not 
diminish the right of affected interest- 
ed persons to file a complaint with re- 
spect to such imports under the estab- 
lished procedures for antidumping 
cases. 


2. Contracts between related parties: 
If the importer documents at the time 
of entry that the shipment is being 
imported under a contract with a re- 
lated party and the shipment is to be 
resold to an unrelated purchaser in 
the United States under a contract 
with fixed price terms concluded 
before the publication date of this 
notice, the entry will not trigger an in- 
vestigation even if the sales price is 
below the trigger price, provided that 
delivery is made on or before_ August 
31, 1978. 

While these sales will not as a rule 
trigger a self-initiated antidumping in- 
vestigation, information concerning 
such sales will be kept as a part of the 
information in the monitoring system 
and will be available in the event that 
antidumping petition is filed with re- 
spect to such products sold by that 
producer or the Treasury Department 
decided to self-initiate an antidumping 
investigation of such products based 
upon subsequent sales. 
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Treasury intends to publish more 
complete trigger prices and appropri- 
ate extras for the following wire and 
wire products classified as steel mill 
products by the American Iron and 
Steel Institute: bright basic wire, 
(TSUSA Product Category Nos. 
609.4010 and 609.4125), galvanized wire 
(TSUSA Nos. 609.4040 and. 609.4165), 
and barbed wire (TSUSA No. 
642.0200): We also intend to publish 
trigger prices and appropriate extras 
for bright high carbon wire and oil 
tempered high carbon wire (TSUSA 
Nos. 609.4055 and 609.4315), galva- 
nized high carbon wire (TSUSA Nos. 
609.4065 and 609.4365) and galvanized 
wire fencing (TSUSA Nos. 642.3510, 
642.3530, 642.3560 and 642.3570). Com- 
plete trigger price coverage already 
exists for baler wire (TSUSA No. 
609.4120). 

The Treasury Department has been 
asked that welded wire fabric (TSUSA 
Nos. 642.8010 and 642.8020) be includ- 
ed in the trigger price mechanism. 
This product is not presently covered 
because it is not classified as a steel 
mill product by the American Iron and 
Steel Institute. However, as indicated 
in the Solomon Report, the Customs 
Service has been alerted to the risk 
that fabricated steel products, such as 
welded wire fabric, may substitute for 
the more basic steel mill products in 
U.S. imports. Should sales of such 
products provide significant opportu- 
nities for evasion of the intended 
relief of the trigger price mechanism, 
Treasury will give prompt considera- 
tion to any appropriate action, includ- 
ing any antidumping petition which 
may be filed. 

Stainless Welded Pipe and Tubing 
(AISI Category 14) is being removed 
from the Trigger Price System. The 
International Trade Commission re- 
cently found that imports of these 
products at less than fair value from 
Japan were not causing or threatening 
to cause injury to U.S. industry. 

Dated: July 19, 1978. 

W. MICHAEL BLUMENTHAL, 
Secretary of the Treasury. 
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NOTICES 


TABLE OF PRODUCT ADDITIONS AND ADJUSTMENTS 


¢ 
AISI Category & 
Product Descrip- 
tion Type of Action 








2 Hot Rolled Coverage. of add- 
Alloy Rod itional grades 


Structural Additional 
Shapes Coverage 


Plates Correction of 
A Previous List- 
ing 


Railroad Wheels Action Deferred 
and Axles 


Bars Hot Rolled Extended Coverage 
Alloy of Grades and 
Extras 


Cold Finished Revised Trigger 
Bars Prices and Extend- 
ed Grade Coverage 


Electric Resist- New Product Cover- 
ance Welded Struc- age plus extras 
tural Tubing Pro- 

duced to Specifi- 

cation ASTM A-500 


Electric Resist- New Product Cover- 
ance Welded Stand- age plus extras 
ard Pipe A.S.T.M. 

A 120 (A-5) 


Description of Action 





Extended Coverage to 55 additional grades 
including grades in A.I.S.I. series, 1300, 
4000, 4800, 5000, 6000, 8000, and 94 B OO, 
Extras for Thermal Treatment, Aircraft 
Quality, Bearing Quality and Vacuum De- 
gassing added. Boron extra added for abhi 
grades, 


For grade A.I.S.I. 9254 Grade extras 
added for 5 additional grades and Boron 
extra added. Size extras added extending 
size range, thermal treatment and vacuum 
degassing extras added. 


For Grade 52100: Grade extras added for 
two additional grades; size extras added 
extending size range, thermal treatment 
extras added. 


Size extras listed for Junior Beams for 
size 6", 8", 10", and 12", 


Extra Listing for Ultra-Sonic Testing 
Corrected 


Only one Plant produces this product in 
Japan. Under such circumstances, produc- 
tion cost information was considered priv- 
ileged and not available. 


Extended coverage to 64 additional grades 
including grades in the A.I.S.I. series, 
1300, 4000, 5000, 6000, 8000, and 94 B OO. 
Size extras added extending range of sizes 
Thermal Treatment extras added, quality 
extras for Aircraft, Bearing, and Vacuum 
Degassing added. Coverage extended to 
Spring Quality Flats in grades 9260, and 
5160. 


For Grade 52100 added Grade extras for two 
additional Grades added size extras extend- 
ing Size Range, Thermal “Treatment extras 
added. 


Revised Trigger Price of Grades A.I.S.1I. | 
1018, 1215, and 12 L 14. Extended coverage 
to Grades 1008 through 1029, 1212 through 

1215, and added 12 L 15. 


Electric Resistance welded structural 
tubing produced to A.S.T.M. Specification 
A-500 included in Trigger Price Program, 
Extras listed for Diameter and Wall Thick- 
ness, Pickling, Cold Strip, and R.O.P.S. 


Electric Resistance Welded Standard Pipe 
produced to ASTM - Spec A-120 (A-53) in- 
cluded in Trigger Price Program. Extras 
for Size, Galvanizing and Threading and 
Coupling Listed. 
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TABLE OF PRODUCT ADDITIONS 


AISI Category & 
Product Descrip- 
tion Type of Action 





14 


14 


15 


15 


16 


25 


26 


26 


27 


Electric Resist- Coverage of 

ance Welded Additional Extras 
Steel Pressure 
Tubing 


Electric Resist- Deleted Trigger 


ance Welded Stain- Price Coverage 


less Pipe and 


Tubing 

Seamless Oil Coverage of 

Well Casting Additional Extras 
Seamless Carbon Additional Extras 
Steel Pressure 

Tubing 

Cold Finished Additional Cover- 
Wire Rod age 


Hot Rolled Band New Coverage 


Cold Rolled, Full Trigger Price 
Hard Coiled Sheet, Deleted 
Feed Stock for 

Continuous Hot 

Dip Galvanizing 


Cold Rolled Sheet New Coverage and 
Motor Laminations added width and 
gauge extras 


Corrugated Gal- Additional Extra 
vanized Sheet for Corrugating 
Added 





NOTICES | 32717 


AND ADJUSTMENTS (continued) 


Description of Action 





Extras added for cut to Length Sizes, 
Quantity, Extra Testing, and Packaging. 


Welded Stainless Pipe to ASTM A-%312 Grade 
304 and Welded Stainless Steel Round Orna- 
mental Tube A.1I.S.1. Grade 304 removed from 
Trigger Price coverage. .It may also be 
noted that the International Trade Comm- 
ission ruled on July 17, 1978 that domestic 
producers were not injured by imports of 
this product at less tnan fair value. ia 


Grade extras above Base of H, J, and K; 
added for Grades N, C, and L; and for 
Grades C-95 and P for Seamless Oil Wel} 
Casing not Threaded. Sizes up to 7" in 
diameter and sizes over 7" in diameter are 
covered. 

Grade extras as above added for Threaded 
Casing and Threaded and Coupled Extras 
added. 


Extra for Random Length Deductions added. 


Grade coverage for 56 Grades covering AISI 
Series 1300, 4000, 4800, 5000, 6000, 8000, 


and 94 B 00. Size extras, Thermal Treat- 
ment extras, Aircraft Quality extra, Bear- 
ing Quality extra, Vacuum Degassed extra, 
and Cold Finished extra by sizes for all 
grades. 


Grade AISI 9254 High Carbon SI-MN-CR Steel 
plus five other grades covered. Grade 
extras, Size extras, Thermal Treatment 
extras, Vacuum Degassed extra, and Cold 
Finish extra by sizes for all grades. 


Hot Rolled Band Trigger Price Added. =a 


Trigger Price for this product is deleted, 
The Japanese state they do not export this 
product to the United States, and have ex- 
ported it only to certain South-East Asian 
countries where long term supply arrange- 
ments are in effect. The product is a 
semi-finished product, being unannealed 
and manufactured with fewer processes and 
less strict requirements than ordinary 
cold rolled sheets. Since this product 

is not widely produced or imported at 
present, the amount of trade in this pro- 
duct does not warrant establishing a trigger 
price. 


Cold Rolled Sheet for Motor Laminations 


covered as an extra under cold rolled sheets. 
Gauge and width extras are included. 


An extra for this product has been added 


FEDERAL REGISTER, VOL. 43, NO. 145—THURSDAY, JULY 27, 1978 











we 
9 
- 
fe) 
z 


ISss 
UO papypoeds aq Oo] 


vl 
l2 





(uo/E 4®A0) 
(up/E 4BA0) 


(u2/, sao) 


UOLId,usseg 


SVELKS BSHIO - ¢ 


ae eee 


8461 ‘2 Aint ‘AVOSYNHI—SPL "ON ‘8b “IOA ‘43151938 1V4IGId 


$4830 
SSBUADHYL wZLL°O 48AD 
SSBUYDLUL .ZZL°O 03 GN 

POLLO B POLYDLd 

J8¥30u) 


(6ujpuurss 
Z001 JO pjub ,,6 wepun) 


(ppu6 weyhpy uo 6) 
11 82Sv ‘Stov 

*27 82sv 

LeA 

Jedwe; ¥ Z|) | PUWON 
4dedwe, 3 youen} 


@2 4 | PWUON 


ze 9 
1 
1 


do0p+ sepun 
137 


4 
q 


Gn § do0b+ 
Aduey) 
UZetH Bui. 


POLL iy 


*Bou‘ pe: 


dl GSSIAgY 


(v) vt 


SWV3E 


WOINAL 


SVELXI 


7 T 
. Ae 


g 








8261 ‘£2 AINE ‘AVASUAHI—SP1 ‘ON ‘Sb “IOA ‘8d1SIOSY IvuIdas 


y-2t °d etqeyl ees 


quBteus weeso + seuqxe + estud eseq fo ZT SsueUNSUL 
9-fT “@ STqQBL ses ‘ETS 
es seyel 32875 
StI2x8 Oo? 3SR0D OTQUeTIAY 
Se 38805 ITN 
oss 25805 380m 
auStesz uwese + sezgx%e + BOTUd eBeq FO %T B2UBUNSUT 
288283uUr Sutrtpueyn 34u8te1g uPesO 3ID 03 seBseysS 
es SeyeT 28875 
oO? aseoD DTt2uUeTIAY 
$¢ asBon SIND 69S UCL St4u3eW zed SdotTug aseg 
$ ocs ASeOD 3SE8M 


380283UI Sut Tpuen suBte13 uesso JID 03 seBueus 
STOs* 809 (S)ZOQUMN STNpeyss FF TUEL 


LO7$ uo], OTuIeW wed @e2Tug ese Zt ISsIv AvoBere5 


%2/T 8 S$00S* S09 (S)zequmN aTnpeyos FITIEL 





Zt Isiv Azohe3e9 


6ZOT AZYA SOOT ISIY SepezsH SzeACD 
(u%/E)UMIGO' ST ‘TOT ISIV zeg punoy Teerg VYoqreD PeUusTtuUTZ PTSD 














ST2T NIUR STIST ISIv sepeup s7zeaoo 
(uv/fZ)WwWSO*’6T ‘STZT ISiIv 
(anging-Teeag Sutzand se1g) weg TeeAsS PUNOY peUsTUTZ PTOCD 











\ 
arn 


"Bey peg “Boy pes 


dl A3SIASY dl Q#SIA3y 


T=eT 











8461 ‘20 AINE ‘AVGSENHI—SPI ‘ON ‘EP “IOA ‘831810348 TV8aGS4 


*ez6T ‘tT AtnN¢ 2e3RzB 20 UO pejZuodxe Burqna sz0z 


%2/T § 4Q pesBezouT @q 03 ere E-pT eBed uo seotud TTy .920N 


S13xg BuTBeyoeg 
Bi3yxg BSutqsey 
Bayxg AQtIUeNH 
B23xZ YZBueT 3D 
SOUBISTOL TeuoTsuewtg TetToeds 
SQuewertTnbey Tee3S 
SuoTt eorztoeds 
SBIQxXZ Z8UI0 °E 


SSOUROTUL TI®M PUB JeZeUeTG epTs3yno °y 


sb23xZ 


QyB8TezZ UBeD0 + SBIZxe + SOTUd OSBq Jo %T eoUBuNSsUT 


e sexe] 38875 
? Q8B0D OTIURTIV 
Ss 38809 JTND 
4$ STQSL IYUBTeaz oes 38B0D 359M 
austezzg uBes00 JID 02 SeBszeyD 


9sezequr Sut Tpuey 


Tors UOL OTaZeN Zed eoTag eseg 


"QT aed g6°o ze°*ots (S)JequNN eTNpeyos JJ Tel 


oT ISIv Az0803e5 





“OLZ ‘SUZSNZGNOD ‘SYRZONVHOXA LVSH ‘SUZIIOM NI 3SN wos 
‘ONIGNL ZUNSSAUd IZALS NOGUVD GACTIM ZONVLSISAY OIULOITA 











*Boy’ ped 
dl GgagsIAq 


7-TT ‘d eTqeL ees ‘ezts 


sei4xg 


ayBte1z ukeso + BSuuQxXe + BOTAd eSeq JO %T SoUBINSUT 


? seyel 7e8u5 
> QSB0OD OTRQURTIAY 
s 38805 JTMD 
L$ 362805 380M 
98079 3uUrI dID 02 seBseuo 


SutTpuen auSteiz ureD0 


6Iss UOL Of42eW wed soTtug oseg 


%t/T @ GOOS* 808 (S)aequMN STNpeYyosS FF TAeL 


ZT IsIv As0be qed 





STIZT ISIV Sepesap SuzeACD 
(u7/Z) BMso’é6t ‘7TIZT ISIV 
(peey-Tee7¢ Sutaan9 ee1g) weg [Tee3S PUNOY peUsTUTY PTOD 











‘Bey ped 
dl aasiaay 








8261 ‘2U AINE ‘AVGSUNHI—SPL “ON ‘Eb “IOA ‘YalSIOSY 1VNIGIs 


Peounouue oq oO] uo3 ofzzew ¢ zeAO 
eceg uol STEW g NY T 

pesunouUe aq of uoj OTZ{ZeW {[T ZepuN 
etTpunqg zed .YysTEmM 


4 
BIAxXZ BupTsexoed 


B23xe SdOw (£) 
esgxeg dtzas PTO (Z) OSv-V WLSV O32 
ButtHotd (T) BuTisel OTIB{sOupAH PUB eATIONIISEeq-UON 


wreeee, wre OSp-V WISV o3 
BuTISe] OTREISOUPAH JO SATIONIISeEq-uUON 


Biaxgq SupTsIseL 


SBCUMSTUL TIEM PUe weQewetG epts3no 


peounouue oq of 000‘S z29epup 
0@ 666°6 ©2 000‘S 

It > Sexe l eeu eseg ezow JO 000‘OT 

8 = QSB0D ST{QUPTIY 

e@ ¢ 4sR05 ZIND 3xg (spunod) auStTom 

9¢ 4s eTqeL 3uStezg 8es 3S8OD 259M 


RuBtery UeeDO + SRIAKXe + SOTud eseq FO %T SOUPUINSUT 


BIZxXT ATI 
28e8703UI SutTtpuen auSteug uee20 gIO 03 seBzeu5 
PesunouUe aq oj, JeAo pue 
eves uoL DTtzIeW Jed SOTJg eseg OT By O2 
s°Z vr 
$ 020 Ov 
%$°OT 67°OTS oseg 9€ 
“aT sed ZT° 6£°OTS (S)ZzeqUMN eTNpeuss FITtueL peounouue eq Oo] Ot 


9T rstw AzoBeze5 2Uueo 2 Baizxg 





32 4 ‘W S3qvuD OOS WY WISY OL 


ONIGNL TWUNLONULS GICTIM SONVISISSY OINLOIIZ - 
(penutziues) 


SVUIXT ONIENL TUNSSIYd ACTEM JONVISISSY OLYLOITZ 











"Fou pea 
dl G3SIA3Y 
———. soy pos 

SI-7T VerrT dl agSIAgy 








8261 ‘£2 AINE ‘AVGSUNHI—SPL “ON ‘Ev “IOA ‘Ua1SIDaY 1V4aGa4 


oe 


AANNMNMNMVYVYNVWORODO® 
KRRKKKXKKRKKKXKKKKKKKK 


x 
-" 
FMRANNAMMMVYYNNOOORR OOD 


bead 
ne 
an 
x x 


v 
s 
MA 
- 
xx 
x 
minnie 





Sizer’ s2zt° 
oos* 4£T* sTs° osz* 2 OB" 9ST* 7ET° @ OBT’ do/LM se Tnhueqle”4 


. 
67°OT9 6£°OT9S VSNsL 71t Isiv 
92 @ VW @Ppeud OOS Vv WLSY 03 BSuTqn, Teunj0nN438 peplem eoueZsTSeYy 9T4998TH 


(LW/$) SB19xXq ("L'M) SSOUMOTUL TIeM /('d'O) 4ejewetTd eprsgno BHBurpn {oul eotud eseg 


@3ep EATINE534 


N 
4 


eal 
RHA ANNMMYHOR@O 
a 


hein 


avo 
~~ NS 
oOnr 


or 





euenbs 


67‘ O19 6£°OT9 vSNSL 7T IsiIv 
29 @ ¥ @PeuD 00S W WLSY 09 BuTQn, Teanj°on495 pepTem eoUeysTseY OTU3Q9eT 
O28P OATIOSISS (1W/$) 8®49xd (LM) SS@EUHOTYL TTEM / (dO) szeqeweTq epTs3no BHurpntour eotud eseg 








846L ‘£0 AINE ‘AVGSUNHI—SPlL “ON ‘Eb “IOA ‘8a1SIO3Y 1V4I034 





























aC) 
N 
| ed 
N 
or) 
Buttdnos pue ButpesuyL, ‘5 
HButztueaqte) ‘¢ 
“ SSOUHOTUL TTEM PUB vaejeWwetTq epts3ano ‘y 
= Seugxg 
QuBTaug UPSDO + SBIRXT + SOTUd eseg JO %T soueunsul 
ot > SeHeT 2eeu5 
8 > A3Se0D STAQUeTIY IM/dO 3° SatQZd5edseuut 
8 3 3sB0D FIND ‘uOL OTaZeW “od gcs 7B49XFI SdOw 
9¢ as ezey WYyHtTeug 3eS qSPOD YSem 
3S8193uUrI SutTpuep qyuBteig ues50 JID 03 seBbseyo LM/dO JO eATRZ>0edSeuuT 
UOL OTAIEW sed yy¥g :B44XgJ GtuyS PTOD 
LIES ° UOL STUQeW sed SoTug eseg 
LM/dO 3° eATRZ5edSeuuT 
UuOL OT4Z0EW sed STS :Ba3xq ButTyotd 
"Qt ued Zo°0 32: 2E°OTS (S)uequmN eTNpeyos FF TueL 
7T Isrw Azobe e5 m 
22 ‘@ ‘¥ 3qv"D OOS VY WLSY OL 
ONIGNL TWHNLONULS GSCTSM SJONWLSISSY OIYLOAIA 
: in (cS-v¥) OZT W WLSV SVULXE YFHLO 
ay ae GdId GUVGNVLS GZQTSM SONWLSISSY DINLOATA as 
| *Boy*peg 
dl a3SIAgy "Bau pes ‘ 
dL GgSIAgSY 


2o-7t ‘Tt 14 








8261 ‘£0 AINE ‘AVGSUNHI—SbL ‘ON ‘Eb “IOA ‘W31SID3Y 1V89034 


=3 So) 
ml & 
WD 
he 
>a 
i 
fo hey 


Of? Of 2 , ; L, “ATED 
Tov lO? 30% I°d *‘*ATeD 
S7o G7o -c ty i gales 21. * wT 


NOTICES 


ZT% ZT? : > : *x1Td 





gc e/L Zz o/c Z 


(seusUuT) do (SeyuodUT) WON 


OZT VW WLSV °F Sedtd peplem soueystsay OT4Wd9eTY 
(LN/$) Se49xq peTdnog pue pepesuyL 
(LM) SSOUYOTUL TIPM/(dO) 4eqewetq sptsyno Hutpn{[oOuI soTdd aserg 








8261 ‘£0 AINE ‘AVASUNHL—SPL ‘ON ‘Eb “IOA ‘8I1SIOIY 1VNIIs 








w 
N 
| Sd 
N 
oD 
O6E €60°0-2z90°0 
gee veT°O-v60°O 
S62 LEU O=Sc t*O / 
€S2 6vc°O-88T°O 
Soe Ttte*O=0Sc"0 
6L4T VLE" O=cTe*O 
6LT LEv°O-SLE°O 
‘ 6ZT 667° O-8Er’°O 
SvT : T9S°0-00S°0 
SrTt ve9°0-29S°0 
SrT 489°0-S729"0 ‘ SIXT PSusTuTZ PTOD (Zz) 
LET TT8*0-889°0 SiqXy pesseseq umnoey, (9) 
Lets 666°O-2T8 O- eiyxZ ARTTenO Butweseg (¢) 
~ . Bi4yxg ATTEND ZJeLsoUTy (+) 
(IN/$) b49xg (Seyour) ezts SCIZXY QuSuzesr, Tewzsuy (£) 
; StIzXX SZTts (2) 
¥ BIzxXZ psustuty Ptoo 4 SCIZxXz Speuy (T) 
Vv (AattTenb Butazeeq uwo/pue AserouTe b14xXe OF St14xZ 
oefqns sue squowerztnbeu usym peBreyo you st e13xe STUL) 
¥ IW/2T$ BIZXT pesseBeq wunnoen *9 
2teazy uesso + seuyxs + sotud eseq 7g 
LW/92$ er3xg AZTTeEND Butueseg °¢ sia ; sl ie yarn 
ZT v 62 se 7e38r 
LW/92$ BIzxq AQTTENO YJersITy *~y vt = 22 sihiees axsinieke 
eT S 69 38809 JTNH 
e9 peztpTozeyds 
i resuuy zerntey OT$ L$ 8Ss 3S580D 359m 
: seuzsju Bu ue Btsiq ues 
THE) BTaee serixq jUeUeeZ, TewreUL °F we 3ur FIPUCH 3457 “- 20 JID 032 saBreyo 
Ze snutw JSAO pue YoOuT T uol OTaZeMW wed sotu 
92 snuTW wugT wey. SSeT 3nq ww ET JZeAO vars ail ticcn =e 


(SASL ‘py e}OUPeeH Bes) 
(LW/$) @43xg 3zTs I taps Bech 
+ %p + *QT zed SoZE°O ~0884°809 8 (S)zequNN eTNpeYoS Zz TueL 








SBIQZXY O2TS “2 





ET~2 ‘2et-2 *dd ‘etqez seuyxe epezB ses =- SIAXT apery “°T ' é IsIv 42088385 





uWEeT OF uMIS’S ‘ZEOr ISIV 














(C3NNILNOO) 
; qo0u SYIM TSALS AOTTV OW qOu’ AYIM THALS AOTTV OW 
GQ3TVENNV CAZICIOWSHdS ACEHSINIA a0 : QZTIVANNY CaZICIOWZHdS CEHSINIA dToo 
*Bou'peg ee BOY" PET 


BE-9T LEe-9T 








846L ‘£2 AINE ‘AVGSUNHI—SPI "ON ‘EP “IOA ‘Ud1SIOIY TV 849034 











O6E €60°0-290°0 
sce vpz2T°O-v60'°0 
S62 L8T°O-SeT°O 
€s2 6772°O-88T"O 
eee TTE*O-0S2°0 
6LT ¥LE" 0-2 TE*O 
62T Lev*O-Sze°*o 
62T 66r°O-8Er"O 
SrT T9S°0-00S°0 
SyT vz9°0-729S°0 
rt Gh tiny A SI3ZXZT YUSTUTZ PTOD (S) 
ZeTts 666°0-2T8°O elaxy pesseBeg umnoer, (vr) 
SBIIXZY ZuSwAeSUL, TewreuL (£) 
L 3 t SBIAXZJ SZts (2) 
(inW/7$) BIZxXz Seyout) eZzts i any Pern A 
eB4agxg USTUTA PTOD °S sedan 
LW/2T$ BIIxXZ pesseBeq umnoen ‘yp 
S €9 peztptozeuds QUBTery ueeDO + SBUZxe + BOTUd eseq JO %T seouemnsul 
ev Tesuuy szeTnZey 
ct *o 9T v 62 SexeyT 2eeth 
LW/$ Ba3xg SBIRXZ Quewjeerl, Tewwsyy e ae - y PM bc of Raed 
Ze snutw JIeAO pue WWET eT S 69 | ce pa 
92 snuTW WWET UBYR SSET INQ WwET wzeAO OTs L$ ess 3 ) ! 
(IW BI3QxXxZ SzTs asezequr SUTTPUeH 2UZTerzy uesc0 JID 02 seBuseu 
SbCIyxZ eZ2TtS °2 
LW/T2$ (petTstoeds JT) ezyxg_ uosog TZp$ UOl OTaZeW ued soTug eseg 
OT OST9 (SASL 
snu ‘ ‘ ‘py ejJOUupeeH ees) SeTINp TeuCTITppe 
ot peed Ors “tae meee + %y + “QT aed 6z6°0 O882°s09 (S)szequmN eTNpEeYyoS JJT4eL 
(IW/$) Ba29xgZ aequmN ISIy 2 Istw Aao8e,7e9 

















(LW ted) stayxg epeuy °T 


wweT OF wws*s *ps76 ISIV 
Gow FJYIM THSELS NOGUVO HOIH YOrNW-IS 


(C3NNILNOO) } 24 
GOW ZXIM TZ3LS NOPUVD HDIH UYO-NW-IS ‘CZIVENNV GZzZIGrougds GaTVENNY GaZIGIOWsHdS “GaHSINIA d109 











TS Ee ADS s 


*Zourpeg 
y dl GasIAgy 
dl GgsIagu 


Ov~ot 6E-9T 





32726 








8461 “22 AINE ‘AVGSUNHI—SPI “ON ‘Eb “IOA ‘4aLSiOad TwH3034 


32727 


: "STQeTTeae 
SuoTaBuTWwey 2020 (TT) ' gage SBI4x® pesTtAez Ttqum ATdde TT sjeeus peTToOu AOY OZ 
ZuTiyustem wNWTUTH TeOTZeu0CSsyL (OT) seuqxg ‘peuwts.2 ehpe jou Tetuejew ‘Atdde jou seop aubtem 
SOUBISTOL pe_goTtszassy (6) TeoTtzeuoSSEYyA -—- QUBtTaM TeNAZ5e uo peseq Aaonpoud styyA uo dL 
eayxg Aatquend (8) ; 
Aaystwayg (2) > 820N 
AQFTENO (9) 
quewzeed], soesauns (S$) 
yustutg (+) 
2UBTEM TTOD (€) SbIgxXZ yeuz0o °F 


38ue_7 in 
. . 4 rl Bl4AxXF uotgeststoeds °2 


SseuyoTuL 2 YAPTM 





BIZXG SSOUYSOTUL YUYPTM °T 


SBIXE 
‘ SbI4xXg 
, qu3tTezyl ueeeo + sBiyxd + sotud aseq jo %T sousunsul 
TT v se SHSBT eSuH qyStezzy Uess0 + SbIQNS + SOTUd aseq FO %T soueuNnsul 
6 v Le 35809 OTIUBTIV 
8 =} 2 ase09 stn 6 ? Ss Sdye T eeu 
Z €2 , 4SB0D 4S8eM Z ? £2 4SB80D STAURBTIV 
L$ $ $ L S 4 38209 FIND 
2$8763Ur But Tpuey 3uZ8Tezy ues90 JID 02 soBsreup s §$ L$ ces 35809 359M 
48e827e3Ul SutTpuey 3u8teug ueaso JID 02 seBuseud 
_ etTes uo] OTu2eW Zed soTug seseEeg 
%8 pylLe"809 (S)ZequnN eTNpseyos gsFTzey BseZs uoOL OTZAeW wed sotug eseg 


AT0B9,e 
92 IsIv re) %Z/T L => O778°809 (S)ZEQUNN ETNpPEYdcS Fs TszeL 


Sz IsIw Azo6e,e9 





9 * w8h X WUO’T 99E€V WISV =- SILZZHS GITIOU TIO5 














. 196 X wB7 X wT2T*oO 
. ; 69SY WLSY - ONY@ T33LS daTIOw LOH 











— Sey pe; 
“ROM DOs dL G3SIAgY 


dL GastIAgyu 
$-S92 WI-Sz 











8261 ‘Ze AINE ‘AVGSUNHI—Svt "ON ‘EP “1OA ‘43151938 TV89G34 





02 * ve 68° vr #7TO°O MIU2 uTZO°O 
$9°S2 €e€°9e uzZ0°O nazyy «£20°0 
69°OT Le°te «8z0°O MaUa wPEO"O 


IW/Ovr"9 $ LW/OT° LTS wSE0°O NIU »E90°O 











ney "AU. 49 AePUN ,9E OF wre (seuoul) 
(S@YOUT) YIPTM SSOUHOTUL TEWION 











+SSouyxoOTYR UIPTAM 


:@TQe3 BuTMoTTOS uyTmM pettdde 
oq O02 OFe SUOTZIBUTWET uw070W JOjJ SbuAXs UOTSuUeWTC 


STs ' 98@YS PETTOI PTOS UZTM pezed 
“WOO SB SUOCTIBUTWET JOJZOW Yeeys PeTTIOZ PTO soz euAxg 


SLZZHS GZTTIOU AI0d 


*Boy’ peg 
dl agasIazu 


*PeT1O2 poo pue peTyxoTd 
PeT1C2 304 uoeenzjeq Aem—jz [ey Jonpozd peustutj-twes e& st styl 


Dofig ASSeTAL ON 


*Sutzqueatey dig 


20H SNONUTIWED 103 YDOISpeezy JSSeNS PeTTOD PZeH TINA ‘peT1oy PTCD 


*Boy*peg 
dl aaSIAgu 














(NOTICES 


















































REVISED TP 
(5) QUALITY Fed.Reg °c se 
COMMERCIAL BASE 
LOCK FORMING NONE 
DRAWING 10 
STRACTUAL 26 
GRADE A 3 
GRADE B and C Ss 
GRADE D and E 10 
(6) QUANTITY 
20ST BASE 
15ST 20ST 1 
10ST 15ST 3 
(7) ‘THEORETICAL MINIMUM WEIGHING — 15 





(8) OTHERS -——-—--—-—— SUBJECT TO NEGOTIATION 


(9) CORRUGATION #18 


REMARKS 
Above extra price shall be changed according to the fluctuation of 


the zinc price. 
[FR Doc. 78-20612 Filed 7-20-78; 3:31 pm] 
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[4810-25] 


ADJUSTMENT OF GREAT LAKES FREIGHT 
RATES UNDER THE STEEL TRIGGER PRICE 
SYSTEM 


The freight component of trigger 
prices on steel mill products imported 
through Great Lakes ports is adjusted 
as follows: 





Current Adjusted 





rate' rate’ 
oh $40 $31 
Hot rolled sheets ........cccccesesereee 35 31 
Cold rolled sheets......... aconsanees ss 35 31 
Wire rod 45 43 








‘Great Lakes trigger price freight rate per metric 
ton. 


These adjustments are based on 
public hearings and written comments 
received by the Treasury Department, 
the findings and conclusions of which 
are published herewith. The adjust- 
ments for plates, hot rolled sheets, 
and cold rolled sheets—because they 
are within the range announced in the 
hearing notice—will take effect imme- 
diately. The adjustment for wire rod— 
not previously proposed—will take 
effect for entries made on or after 
September 1, 1978. 


Dated: July 19, 1978. 


W. MICHAEL BLUMENTHAL, 
Secretary of the Treasury. 


FINDINGS AND CONCLUSIONS OF THE DE- 
PARTMENT OF THE TREASURY WITH 
REGARD TO THE GREAT LAKES FREIGHT 
RaTES UNDER THE STEEL TRIGGER 
PRICE MECHANISM 


I. BACKGROUND 


Pursuant to a notice of May 25, 1978, 
43 FR 23669 (May 31, 1978), public 
comment was requested and 2 public 
hearing held to consider allegations 
made by Great Lakes port and ship- 
ping interests and certain steel import- 
ers, that the freight component of the 
Treasury Department’s trigger prices 
for steel mill products imported 
through the Great Lakes ports was too 
high. More particularly, it was claimed 
that: 

1. Both the absolute and relative 
current levels of freight rates for trig- 
ger prices applicable to the Lakes are 
too high, leading to the diversion of 
steel imports from the lakes to west, 
gulf, and east coast ports. 

2. Serious economic disclocations for 
the Great Lakes region would follow 
from such a diversion, particularly for 
Lake ports longshoremen, stevedores, 
warehousemen, and terminal opera- 
tors, whose work depends on imported 
steel. 





NOTICES 


3. Other secondary effects would 
occur, including the possible diversion 
of backhaul cargo, such as grain, to 
other coasts, and substantial revenue 
losses by the St. Lawrence Seaway De- 
velopment Corporation. 

On June 12, 1978, the Treasury De- 
partment held hearings to receive evi- 


- dence and views concerning (1) wheth- 


er either the absolute or relative level 
of Great Lakes freight rates was incor- 
rect, and (2) whether a diversion of 
steel trade away from the Great Lakes 
resulted from the relative levels of 
trigger prices at the various U.S. ports 
of entry. 

Forty-one parties filed written com- 
ments and 13 persons spoke at the 
public hearing. The written submis- 
sions, together with a transcript of the 
hearing, are on file in the Treasury 
Department Library. 

At the hearing, parties favoring the 
adjustment of freight rates presented 
information in support of the allega- 
tions summarized above. Those who 
contested the need for any change in 
the current rates argued that: 

(1) The trigger price mechanism is 
designed to reduce imports of steel 
mill products at unfairly low prices by 
facilitating enforcement of the 
Antidumping Act. Therefore, second- 
ary effects from reduced imports, such 
as economic dislocations, are an irrele- 
vant consideration. 

(2) It is premature to consider ad- 
justing one small component of trigger 
prices when more important problems 
have been identified and when, in any 
event, it is too early to be able to tell 
whether freight rate adjustments are 
warranted. ~ 

(3) The current freight rates for the 
Great Lakes are in line with current 
commercial practice, particularly in 
view of the rising freight rates now 
being quoted for the coming months. 

After the hearing, the Department 
received further written comments. 
These and the earlier comments were 
studied, and, together with the views 
expressed at the hearing and other in- 
formation available to the Treasury, 
formed the basis for the findings and 
conclusions set forth below. 


II. FINDINGS 
1. Calculation of original freight rates 


Under the Treasury Department’s 
trigger price mechanism (TPM), trig- 
ger prices reflect the Japanese cost of 
producing steel mill products plus the 
cost of transporting such products 
from Japan to the west coast, gulf 
coast, east coast, and Great Lakes. In 
December 1977, the Japanese Ministry 
of International Trade and Industry 
submitted information purporting to 
show the average freight tariff from 
Japanese ports of exportation to the 
principal U.S. ports of entry for var- 


ious steel mill products. Based on the 
Japanese information, the Treasury 
Department published trigger price 
freight rates by product for the four 
major U.S. coastal zones. The trigger 
price freight rates for steel plate and 
hot and cold rolled sheet (which to- 
gether account for about 80 percent of 
Great Lakes steel tonnage) are shown 
below, together with the resulting rate 
differential between ports: 


TaBLE 1.—Trigger price freight rates 
(per metric ton] 





Gulf East Great Differ- 
ports Coast Lakes ential’ 
ports ports 








a $25 $31 $40 +$15 

Hot rolled sheet 23 27 35 +12 

Cold rolled ; 
BNEC$...ncccccereserere 23 27 35 +12 
‘Great Lakes over Gulf. 


In an effort to reflect actual costs 
that would be incurred in shipping 
steel to this country, the TPM freight 
rates were based on rates that were to 
be effective from January to March 
1978, the period immediately following 
publication of the first series of trig- 
ger prices. Because the St. Lawrence 
Seaway is not open during those 
months, the rates for the Great Lakes 
reflected a different period of time 
than did those for the other coastal 
zones. ! 

2. Relevance of effects of misalinement 


Proponents of the proposed freight 
adjustments have asserted that the 
use of conference rates to establish 
freight rates to the lakes has led to 
the diversion of steel imports away 
from Great Lakes ports. They claim 
imports have tended to (and will tend 
to) shift to gulf ports (qualifying for 
the lower gulf trigger price), and then 
be transported by barge up the Missis- 
sippi River to destination previously 
served through the Great Lakes ports 
at a lower delivered price than if 
direct shipment were now made 
through those lake ports. This diver- 
sion, actual and potential, is the core 
of the claim that an adjustment to 
freight rates is needed. 

Although several parties have 
argued that the Treasury should not 
concern itself with trade diversions, 
Treasury did not intend, in establish- 
ing the TPM, to divert shipments in- 
tended for the Great Lakes area from 
lakes ports to other coastal zones. 

While it may be impossible for the 
TPM to achieve total equity for all af- 


1Because the problem is confined to the 
Great Lakes freight rates, adjustments are 
being made for only that coastal zone. 
Those adjustments do not, in turn, appear 
to create misalinements between Great 
Lakes ports and eastern ports. See finding 
No. 10, below. 
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fected interests, it should not dispro- 
portionately disadvantage any particu- 
lar coastal zone if that can be avoided 
consistent with the logic of the TPM. 
Accordingly, the Department has seen 
fit to consider whether current TPM 
freight rates for one coastal zone 
cause a misalinement of rates among 
zones—with attendant unintended di- 
versions of trade. 

Evidence suggests that European 
shippers in particular may have divert- 
ed steel trade from the lake to the gulf 
(at the lower gulf trigger price). To 
the extent diversion has _ resulted 
merely from the fact that Great Lakes 
freight rates are based on Japanese 
shipping costs, which are higher to the 
Great Lakes than elsewhere, such di- 
versions are inherent in the TPM 
system and need not be adjusted 
merely because European freight rates 
to the Great Lakes are lower. 


_3..The usefulness of Census data on 
freight costs for imported products 


Evidence was received of freight 
costs for imported steel mill products 
as compiled and published by the U.S. 
Census Bureau. This information, de- 
rived from Customs entry forms for 
imported steel, is not directly compa- 
rable with the freight rates used in 
the TPM for two reasons: (1) the 
Census data include a charge for in- 
surance? whereas under the TP 
system insurance is separately calcu- 
* lated; and (2) the Census data repre- 
sents entries made in September/No- 
vember 1977, whereas the TP freight 
rates, as noted, were based on tariff 
rates prevailing from January/March 
1978. 

The Department finds that the 
Census data are useful indicators of 
the differentials in freight rates be- 
tween U.S. coastal zones and may be 
used generally to verify TPM freight 
rates. However, the Department de- 
clines at present to substitute the 
Census figures for Japanese-provided 
data on Japanese freight rates to var- 
ious U.S. ports. Substitution of purely 
historical Census data may be inappro- 
priate in fast-changing freight rate 
markets or where the mix of products 
shipped differs from the _ historical 


2Customs entry data shows three types of 
valuations: (1) the customs appraisal value 
for duty purposes, based on the Tariff Act 
of 1930; (2) the free alongside ship (f.a.s.) 
value or value of imports at the foreign port 
of exportation; and (3) the c.i.f. value (cost 
of goods, plus insurance and freight), or 
value of the import at the port of entry 
before unloading (excluding U.S. duty). If 
related parties are involved, the c.i.f. value 
is based on an arms’-length transaction 
basis. By deducting the f.a.s. value (method 
2 above) from the c.i.f. value (method 3), 
the cost of freight and insurance is derived. 
That combined cost is the figure reported 
by the Census Bureau. : 


NOTICES 


pattern. If further study demonstrates 
that Census freight data more accu- 
rately reflect the current cost of trans- 
porting Japanese steel to the United 
States, the Department may consider 
adopting that method. At present, 
however, the Census data will be used 
for the limited purpose of determining 
historical differentials in rates be- 
tween coastal zones. Those differen- 
tials tend to remain the same over 
time, whereas absolute freight rates 
vary a great deal. 


4, Census Bureau tabulations of 
freight differentials between coast- 
al zones 


Census tabulations of actual freight 
rates (including insurance) for the 
period September-November 1977 
show the following differential be- 
tween gulf ports and Great Lakes 
ports. 


TABLE II:—Census freight rates per metric 
ton* 


{Weighted Average, September/November 1977] 








Gulf Great Differen- 
ports Lakes tial' 
ports 
ee $26.11 $31.64 +$5.53 
Hot rolled sheets .... 25.24 33.14 +7.90 
Cold rolled sheets... 27.41 33.63 +6.22 





*Includes insurance. The differential between 
the Gulf Ports raie and the Great Lakes rate does 
not change materially if the insurance component 
is removed from each. 

? Lakes over Gulf. 


Thus, the evidence indicates that the 
TP differential between the gulf and 
the Great Lakes (table I) is substan- 
tially greater than the corresponding 
differential shown in census data 
(table II). This lends support to the 
view that trigger prices for the Great 
Lakes may be artificially inflated and 
ought to be reduced. 


5. The barge-up alternative 


The evidence submitted also indi- 
cates that, in view of the above TP dif- 
ferentials, it may be possible for steel 
to enter at New Orleans at the gulf 
trigger price and be transported up 
the Mississippi River by barge to 
Great Lakes destinations for a lower 
delivered price than would be possible 
by shipment to the same points via 
the St. Lawrence Seaway, where Great 
Lakes trigger prices will apply. Evi- 
dence of actual barge rates varied con- 
siderably; moveover, handling, truck- 
ing, or railway, and interest costs must 
be added to barge costs to determine 
the actual cost of delivery to Great 
Lakes region destinations. In any 
event, the TP freight rates appear to 
have moved northward along the Mis- 
sissippi River, the “freight equaliza- 
tion point” (the point at which freight 





32731 


and related costs are equal for the al- 
ternative routes). 


6. Evidence of diversion 


The hearing notice requested evi- 
dence that diversion of shipments 
away from Great Lakes ports was ac- 
tually taking place. A number of par- 
ties presented evidence of reduction of 
Great Lakes imports in 1978 compared 
with 1977, or in certain months of 
each of these years. Of course, mere 
reduction in steel imports into the 
Great Lakes is not sufficient evidence 
of diversion since the TPM was, in any 
event, likely to reduce steel imports.* 
For that reason, much of the evidence 
presented at the hearing as to the re- 
duced levels of Great Lakes imports is 
unpersuasive on the issue of diversion. 
By contrast, otherwise unaccounted 
for disaproportionate reductions in 
Great Lake steel tonnage as compared 
with other coastal zones may be indic- 
ative of actual diversion. 

The St. Lawrence Seaway Develop- 
ment Corporation submitted informa- 
tion showing that during May 1978 
the Nation experienced a reduction of 
all steel product imports of 16.8 
percent compared with May 1977, 
while imports through the St. Law- 
rence Seaway fell by 72.4 percent.‘ 
Further, the information indicated 
that whereas in May 1977 Great Lakes 
steel imports via the St. Lawrence ac- 
counted for 38.6 percent of national 
steel imports, the corresponding per- 
centage in May 1978 was only 11.9 
percent. These figures suggest that, 
distinct from steel import reductions 
that may be attributed to the TPM as 
a whole, disproportionate reductions 
were experienced by the Great Lakes 
ports. 

Finally, the possibility has been sug- 
gested that exporters or related im- 
porters able to use the Mississippi 
River alternative are willing to absorb 
the inland freight cost. An internal 
review of customs monitoring proce- 
dures indicates that this is generally 
not the case. Most imported steel 
enters the United States with delivery 
terms tied to the port of entry. If the 
exporter does absorb U.S. inland 
transportation charges, the value of 
these charges is considered a rebate 
and is deducted from the invoice price 
before a comparison is made to the ap- 
plicable trigger price. Where the entry 


*The Solomon report stated that it is rea- 
sonable to assume that the TPM, through 
reduction in imports at prices below fair 
value, should enable the domestic steel in- 
dustry to recapture a substantial share of 
the market. 

‘The St. Lawrence Seaway data did not 
indicate steel tonnage by product: Thus, it is 
possible the tonnage includes some fabricat- 
ed products or steel mill products not cov- 
ered by the TPM. 
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documents specify delivery terms 
other than at the port of entry, cus- 
toms officers are able to monitor the 
inland freight costs from documents 
- filed at importation or in appropriate 
cases to request additional documenta- 
tion from importers. In this way, 
inland freight costs can be deducted 
from the delivered price before a com- 
parison with the trigger price is made. 
The Customs Service is notifying its 
officials at ports of entry to be espe- 
cially watchful for situations in which 
inland freight absorption may be prac- 
ticed. The Department is prepared to 
investigate any specific allegations of 
inland freight absorption—whether at 
gulf ports or elsewhere. 


7. Contributory causes of diversion 


Evidence indicates that diversion of 
steel imports away from Great Lakes 
ports between the 1977 and 1978 ship- 
ping seasons may be due to a number 
of factors other than the TPM freight 
differentials. To some extent imports 
formerly shipped by water to the 
Great Lakes region (for example from 
Europe) are apparently being dis- 
placed by imports coming by truck or 
rail from Canadian steel mills. That is, 
what is claimed to be evidence of di- 
version away from the Great Lakes 
may really be evidence of the displace- 
ment of prior suppliers by alternative 
sources of steel using other forms of 
transportation. (This may reflect the 
ability of some Canadian mills to sell 
certain steel mill products below trig- 
ger prices although at not less than 
“fair value” within the meaning of the 
Antidumping Act, while European sup- 
pliers may not be able to do so.) 

Second: The tolls on the St. Law- 
rence Seaway increased from $0.90 to 
$1.40 per metric ton beginning with 
the 1978 shipping season and are 
scheduled to increase to $3.50 by 1980. 
This adds $0.50 per ton to present-day 
costs of shipping to the Great Lakes 
via the St. Lawrence and suggests that 
some diversion of shipping may be the 
result of that increased cost. (This 
factor has been taken into account in 
the freight adjustment made on the 
basis of these findings.) 

Third: Witnesses at the hearing 
argued that the St. Lawrence Seaway’s 


NOTICES 


unusually late opening in mid-April 
this year caused some shipments to be 
diverted to other ports. While this 
may have been true in April, it is be- 
lieved less likely that the delayed 
opening cuased significant diversions 
in May—the month used above as evi- 
dence of diversions induced by TP 
freight differentials. 

Finally: Witnesses cited other St. 
Lawrence shipping factors—for exam- 
ple, the seaway’s inability to accommo- 
date the largest ships—as evidence 
that any disproportionate diversion of 
shipments may not be attributable to 
the TPM. However, in the absence of 
significant evidence that steel is in- 
creasingly being shipped on larger ves- 
sels that cannot be accommodated in 
the St. Lawrence Seaway, those con- 
siderations have always been a part of 
the Great Lakes shipping market and 
cannot be said to have contributed to 
the May 1978 tonnage reduction as 
compared to a period as recent as May 
1977. 

In sum, some evidence of diversion 
has been presented, although the 
exact degree of diversion attributable 
to TP freight differentials is difficult 
te quantify. Sufficient evidence exists 
to warrant corrective action to avoid 
major dislocations. The best available 
measure of the extent of existing and 
future diversion induced by TP freight 
rates—and accordingly the degree of 
correction required—is the difference 
between pre-TPM actual freight costs 
for various coastal zones, as reflected 
in the census data cited above. Accord- 
ingly, this differential will be used to 
revise the freight.component of the 
present trigger prices for the Great 
Lakes. 


8. Realinement of freight rates 


Based on census data, it was found 
above that the Great Lakes freight 
rates during September-November 
1977 (the most recent shipping season 
data) exceeded the gulf coast rates by 
$5.53 (plate), $7.89 (hot rolled sheet), 
and $6.22 (cold rolled sheet). 

By adding these amounts to the cur- 
rent gulf coast trigger price freight 
rates (which have been found approxi- 
mately equal to census data for those 
ports), and then adjusting for the 
$0.50 toll increase on the St. Lawrence 
Seaway, the following corrected Great 
Lakes TPM freight rates are derived: 


TABLE III.—Adjustments to trigger price freight rates 


{Per metric ton] 





Trigger 
price Gulf freight rate St. Lawrence 


Adjusted Rounded 
rate 


Censes Increased 


freight rate differential* Seaway tolls 








Hot rolled sheet 
Cold rolled sheet 











cease paediashesabashonp perpnemnintuebsbuneiocssonstsespaapabes $25 


(Gulf-Lakes) 
+ $5.53: +$0.50 $31.03 $31 
+7.90 +.50 31.40 31 
+6.22 +.50 


29.72 30 





*As previously noted, although the census data includes insurance, the differentials between ports are 
only slightly affected by inclusion or exclusion of the insurance component. 





After rounding and an upward ad- 
justment of rates by $1 for cold rolled 
sheet (for reasons explained in the 
next finding) the adjusted Great 
Lakes freight rates are: 


Plate, $31. 
Hot rolled sheet, $31. 
Cold rolled sheet, $31. 


9. Adjustment of cold rolled sheet 
freight rate. 


The TPM freight rates for hot and 
cold rolled sheets have heretofore 
been equal ($35 per metric ton for the 
Great Lakes). In its hearing notice, 
Treasury proposed a greater reduction 
in the rates for cold rolled than for 
hot rolled sheet. This proposal was 
based on November 1977 census data, 
which, apparently due to market con- 
ditions that month, showed lower 
rates for cold-rolled than hot rolled 
sheets. 


At the hearing, testimony was re- 
ceived that freight rates for cold rolled 
sheet should be equal to, or slightly 
higher than, those for hot rolled 
sheet. These impressions of the wit- 
nesses have been confirmed by calcula- 
tions. of census freight rate data for a 
3-month period in late 1977. Accord- 
ingly, equal freight rates for hot and 
cold rolied sheet from Japan to the 
Great Lakes will bé used. 


10. Adjusted Great Lakes freight rates 
vis-a-vis east coast freight rates. 


The TP freight rates for the Great 
Lakes, as adjusted by this notice, are 
slightly higher than the TP east coast 
freight rates. This relationship ac- 
cords with the differential in Census 
Bureau data between Great Lakes 
rates and east coast rates from Japan. 


TaBLe IV.—Gulf/East coast rate alinement 
Census Data (September-November 1977) 








(Metric ton) 
East Great 
coast Lakes Differential 
PG ciciccticenetingecin $31.99 
31.63 
— $0.36 
Hot rolled sheet...... 31.02 33.13 +2.11 
Cold rolled sheet..... 31.77 33.62 


+1.85 





Lakes over East coast. 


This small (and in one instance neg- 
ative) rate differential apparently re- 
flects competitive conditions, even 


. though in terms of sea mileage and 


traveling time from Japan the Great 
Lakes routé is more costly. Testimony 
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at the hearing indicated that the 
availability of grain as backhaul cargo 
from the Great Lakes region tends to 
keep the Great Lakes freight rates low 
and relatively close to eastern sea- 
board rates. The new differential be- 
tween Lakes and east coast freight 
rates for the products addressed thus 
appears to be roughly in line with the 
historical data. 

11. Wire rod. 

Four parties filed written comments 
requesting downward adjustment of 
the Great Lakes freight rates for wire 
rod. The current TPM freight rates 
for wire rod are $26 at the Gulf and 
$45 at the Great Lakes—a differential 
of $19. Analysis of census data for Sep- 
tember/November 1977 reveals a dif- 
ferential of only $17.30. According to 
the methodology used above, an ad- 
justment is appropriate to correct the 
alinement between the Gulf and the 
Great Lakes freight rates for wire rod. 
The adjusted Great Lakes freight rate 
for wire rod is $43 ($26 Gulf TPM rate 
plus $17 census differential equals 
$43). 


NOTICES 


12. Interest. 


Some witnesses at the hearing urged 
a downward revision in the interest 
component of trigger prices. Although 
this matter is outside the scope of the 
hearing notice, the interest calcula- 
tions have been reviewed and the 
original results confirmed. 

Interest calculations were based on 
the following formula: 


Interest charge=FOB price+ freight +insur- 
ance x9.5% (prevailing Japanese interest 
rate)x voyage time (average 110 days for 
Great Lakes)+360 < 


One witness at the hearing, taking 
issue with the voyage time of 110 days 
used to calulate the Great Lakes 
freight charge, stated that the one- 
way voyage time was only 60 days. An- 
other witness stated that the normal 
time for the full shipment process was 
100 days from Japan to a Great Lakes 
port. However, Japanese data submis- 
sion revealed an average total elapsed 
time of 110 days for the five phases of 
the shipment process. In view of this 
concrete evidence, the Department 
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concludes there is no reason to revise 
the present interest rate calculations. 


III. CONCLUSIONS 


Based on the above findings, the 
freight component of trigger prices on 
steel mill products imported through 
Great Lakes ports is adjusted as fol- 
lows per metric ton: 


Plate, $31. 

Hot rolled sheet, $31. 

Cold rolled sheet, $31. 

Wire rod, $43. ‘ 


The first three adjustments will take 
effect immediately because they are 
within the range announced in the 
hearing notice. The wire rod adjust- 
a will take effect September 1, 
978. 


PETER D. EHRENHAFT, 
Deputy Assistant Secretary and 
Special Counsel (Tariff Af- 
Sairs). 


JULY 19, 1978. 
{FR Doc. 78-20613 Filed 7-20-78; 3:31 pm] 
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